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at the option of the ho? ders of them, not later than the respective
dates when the proceeds, together with the interest accruing on them,
will be required for the purposes intended.

Sec. 16.10.690. CREDIT OF STATE NOT PLEDGED. Obligations issued
under the provisions of secs. 600 - 690 of this chapter do not consti-
tute a debt, liability or obligation of the state or of any other
political subdivision of the state or a pledge of the faith and credit
of the state or a political subdivision of the state but are payable
solely from the revenues or assets of the authority. Each obligation
issued under secs. 600 - 690 of this chapter shall contain on its face a
statement that the authority is not obligated to pay it nor the interest
on it except from the revenues or assets pledged for it and that neither
the faith and credit northe taxing power of the state orof a political
subdivision of the stateis pledged to the payment of the principal of
or interest on the obligation.

Sec. 18. This Act takeseffect immediately in accordance with AS 01.10,-



May 17, 1977

MEMO
To: Senator John Sackett
From: Terry Gardiner -f. <—

Re: HB 264- Non-profit hatcheries

Enclosed are some amendments that | would propose to HB 264,
which have been requested by the Department of Revenue and
the Administration. The first amendment on page 6. line 9,

would allow the commissioner the ability to suspend an
assessment of the regional corporation when he found that it
was no longer necessary. The department felt that this was
necessary in case a regional association was being arbitrary
and capricious 1in continuing assessment when the fishermen of
the area no longer desired it.

The remaining amendments on pages 7-10 delete the bonding
ability of the salmon enhancement authorities. It ./as felt
that this bonding authority could possible effect the
bonding capabilities and ratings of the State of Alaska.

Although, after checking with bond councils, 1 do not agree
with this, I have agreed to delete this material from the
HB 264. I do this for two reasons: one- it bothers the

Department of Revenue; and two- the bonding ability is not
essential for the regional non-profit hatchery association
at this time.



AMENDMENT

Offered in the HOUSE By Gardiner

TO: SCS CSHB 264 (Resources)

Page 6, line 9:

After the word "met" insert the following material:

"or by the commissioner upon a finding that the assessment

is no longer required for corporate purposes"
Page 7, line 24:

Delete "690" and insert "630"
Page 8, lines 12 - 20:

Delete all material
Page 8, line 21:

Delete "(c)" and insert "(b)"
Page 9, line 3:

Delete "bonds,"
Page 9, line 5:

Delete "bonds and of other™
Page 9, lines 8-11:

Delete all material and renumber following paragraphs
Page 10, line 2 through page 16, line 27:

Delete all materia?



Offered in the HOUSE By Gardiner

TO: SCS CSHB 264 (Resources)

Page 6, line 9:
After the word "met”” insert the following material:
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Till: LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE

FISCAL NOTE

| REQUEST

Bill/Resolution No. CSI11D 264 (Finance) _ .~

Title An Act Relating to Fisheries Enhancement .

Requested by. House Finance Committee Date April 5, 1977
Il.  FISCAL DETAIL .

Agency Affected Commerce 6 Economic Development

Program_Category Affect uevelopiiTeiTt

Buaget Reque%t mt{s% ?fEC‘[EU_B'U'S'I'n'E'S'TL_O'a'n'S'

EXPENDITURES  (Thousands of Dollars)

FY7 FY® FY79 FY8  FY&l FY 82

%%8 . PERSONAL SERVICES
TRAVEL .
30 CONTRACTUAL
400  COMMODITIES
6588 EQHB)M ES,\'IFTRUCTURES
Kk
200. GRANTS. CLAIMS. ETC. 900.0 900.0

TOTAL

FUNDING  (Thousands of Dollars)

GENERAL FUND 900.0 900. 0
FEDERAL FUNDS

OTHER (Specify)

POSITIONS NON)2

FULL TIME
PART TIME
TEMPORARY

lIIl. ANALYSIS (See Fiscal Note Preparation Instructions, Section 111)

FY 77: Grants in the amount of $900,000 shall cover six regions:
Ketchikan, Sitka, Bristol Bay, Cook Inlet, Yukon-Kuskokwim,
and Prince William Sound. $900,000 allows $100,000 per region
attempting to organize and to Prince William Sound (6 regions
x $100.0 = $600.0) and a second matching-assessment grant for
three regions (3 regions x $100.0 = $300.0).

FY 78: Calculated as above, anticipating that an additional six
regions will organize.

IV. DATE 4/5/77 PREPARED MY Farnan for House Finance Comm.
/vt-PMrv "Fiscal Analyst®, Legislative Finance

Origiral:  Legjislative Finance pitoNE --W sAsrm ~

ac: Budget and Management

Prime Sponsor (Hrst Legislator Named)
33-001 (Rev. 10/76)



R,E(}UEST _
Rill/Resolution No.

Titic

eRequested by

Till- LEGISLATURE Or THHIi STATE OF ALASKA
- TCN"JNMILEGISLATURE

jascAL_.Kai»i

An Act nnlatj.n;;

r.op. T>rry Gardiner

Il FISCAL DETAIL

Agency
Pr%gram Category Affecicd
udget Re

Aftected
quest Unit(s) Affccted

EXPENDITURES  (Thousands of Doliars)

FY 77 .

PERSONAL SERVICES
88NTRACTUAL

MMODITIES

ife.-fi-
900.0

RES
IMS ETC.
GRANTS. _

FUNDING  (Thousands of DoIIars$OO .

GENERAL FUND

750-&

FEDERAL FUNDS
OTHER (Sogcifv)

FY/7fi -

NONE

soon us funding is nvaj l.ahK*.
and Cook Inlet.
already organized,

.Fimaaasd. JI5UGJ&i .

to Fir.htrigs,Knhnncemen*:.

Conraorcc* L Keoriomir. L)ovel. Piunc-nc
Dovc] opment
Business Loans

FY 78 . FYT9

0.

m m ?

900.0

2arfT m0- 0

legislation or better of Intent.

LEGISLATIVE REVISION TO FISCAL NOTE:

FY 77:

FY 78

Grants in the
Bay,
William Sound.

Bristol

and grants

three regidis

$900.0 for
Calgyl ed

Original:
cc:

vi.rirn

Cook Inlet,
in

FY 77.

as f N RATT.

Legislative Miniu.-c PHONE
Budget am! M tnagem.Mt
Prime Spoils > (I"i.in Legislator Naau™d)

(OIILLS

ANALYSIS (See Fiscal Note Preparation Instructions, Section II1)

FYZT77

amount of $900.0 shall cover six (not five) regions:
Yukon-Kuskokwim (added by the legislature) and Prince
The $900.0 allows $100.0 per region once organized (6 x $100.0
the amount of $100.0 to match assessments per region (esimated that
will qualify for the second grant,

AEER‘%%ED BY “THVISI(in_

3/°x $100Q.0

FiL.F.J

«r

REVISED FISCAL NOTE

Date  3/10/77

FYSO  FY S FYS2

- At this time it appears that 5 regions will he attempting to organ Lee
These includ-t Ketchikan,
The question of whether Prince William Sound,
will qualify for grant funds should be answered by

1H.. 9. 0l
which is

Sitka, hay,

It is expected that an additional 5 regions will organise.

Ketchikan, Sitka
= $600.0)
= $300.0) for a total of

,s | ?l Lo/ma__



Tills LF.GISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE

FISCAL NOTE
J. REQUEST
I"11/Kcsol ittion No. Proponed JISli.n. M
T|t]1]</e An_Act Kclarin" to Fisheries Eghnncftaicnt

Requested byflyP T o rry Cartinor Date 3/10/7%/

1 FISCAL DETAIL

Agency Affected Comacrc-e b ECONOMIC Deyelopmmu.
Program CategoryAffected Development:
Budget Request Unii(s) Affected Business l.orms__

EXPENDITURES  (Thousands of Dollars)

FY 77 FY 78 FY 79 FY 80
100  PERSONA.!, SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
S00  EOT 1PM INT
600 LAND & STRUCTURES
700 GRANTS. CLAIMS. HOT'. 0 0

TOTAL

FUNDING  (Thousands of Dollatr./o000,

GENERAL FUND %iM> 750 = 0 0
FEDERAL FUNDS

OTHER (Sjjrcifv)

losrnoNS none

FY 81 FY 82
0 0
WAL 0



HOUSE JOURNAL

HOUSE FINANC%f COMMITTEE REPORT
CSHB 264 (FINANCE)

The revised fiscal note for CSHB 264 (Finance) provides
funding as follows:

FY 77:

FY 78:

$900,000 in grant funds for the following
regilons: Ketchikan, Sitka, Bristol Bay, Cook
Inlet, Yukon-Kuskokwim and Prince William

Sound. The grant amount provides $100,000

to each regi_lon attempting to organize and to
Prince William Sound (already organized).

A matching assessment grant of $100,000 will

be made to organized regional associations.
It is estimated that three regional associations
will qualify for this second grant.

$900,000 in grant funds to provide for six
additional r_eglon_s attempting to organize and
three of which might qualify for the matching
grant.

Respectfully submitted,

Steve Cowper, Chairman
House Finance Committee



PRIVATE SECTOR
SALMON ENHANCEMENT AND REHABILITATION IN ALASKA e
J_N. M.Lines SSRAA
Till-- PROBLEM:
The annual harvest: of salmon in Alaska has been steadily”®
declining since 1936 and is in a severe state of depression

in this decade. The following chart i1llistrates those facts:

ALASKA SALMON HARVEST
(in thousands of fish)

30 year consecutive* * 1960-1975 1973-1975
high (average Harvest) (average harvest) (av&vflga )IT\PVQOtO
SOUTHEASTERN 38,200 14,862 8,118
PRINCE WILLIAM
SOUND 8,000 4,575 3,509
COOK [INLET A ,100 3,422 2,423
KODIAK 10,700 7,513 2,339
CMIGNIK 9,900 4,483 1,679
BRISTOL BAY 3 ©° 9,067 3,304
ARCTIC-YUKON 800 845 2,309
KUSKOKWIM
STATEWIDE fIT/WO ~ 775,1613* "7.3,111

Source: Alaska Department ol Fish and Game
American Fisheries Institute Speech



This 1is very comparable to a forest which has been harvested
but not replanted or permitted to reforest itself. The salmon

as a renewable resource simply has not been renewed.

The decimation of the resource has resulted 1in the decimation
of the”alnon industry so that it no longer has the capital

to rebuild itself. Nor does the 1industry have the cohesion
to create industry organizations whose role it would be to

rebuild the salmon runs.

Technology exists to correct this problem. It has to be

tried in Alaska and corrected to fit the Alaskan biology.

Hatchery technology has been well established in the Northwest
for many years in Oregon, Washington, and British Columbia.
Those states have embarked upon programs of immense investments
to further utilize the salmon resource. Oregon has granted

the right to privnte-prof.it based hatcheries, the most major
effort being made by the Weyerhausor Corporation, who intends
to release 25,000,000 Coho smolt by 1978 and ultimately
85,000,000. Washington state has planned several hundred
million dollars for salmon enhancement, as has B itish

Columbi a .

Overseas, Japanese hatcheries are releasing 1,000,000,000 -
fry annually and intend to increase that to 1,500,000,000 by

1985. Russia has a similar program.



Alaska®s current production of hatchery .salmon 1is miniscule

by comparison.

Besides a reliance upon hatchery production, Alaska also has

a tremendously cheap resource in its abundant streams which

once provided the rich harvests of 30 years ago. However,
fishery resource management techniques have lacked the precision

to adequately control the decline of the salmon run.

Stream rehabilitation and significant improvement 1In management

also offer a high leverage correction to this loss.

THE APPROACH TO A SOLUTION
The people of Alaska consider this subject vital to their well —
being and to the well-being of the future of the state. It is
a renewable resource currently employing thousands of fishermen
and consequently supporting tens of thousands of individuals,
furthermore, 1t can be increased iIn iIts capacity to support a

stable population and the supply chain which feeds 1it.

As a renewable resource, 1t is one of the prize possissions of

fhe ¢ of Alaska.

One strategy of "fixing"™ the current loss of resource is for

the state of Alaska to have 1i1ts government department build anci

run hatcheries and do the whole job of rebuilding the salmon runs.



A :i.'Coiul steal cpj mi},lit he Cor the private sector to take over

the. job.

Since this entire effort is in its infancy in Alaska, such a
dichotomy is not practical. Alaska must use all the available

capabilities it has on hand.

Ultimately, it would be desirable for the private sector to
perform this function, as it does in agriculture, and in
forestry. For it to do so, there unfortunately must be govern-
ment intervention to provide the funds and the technology to
develop the capability of that sector. Once in place, however,
the private sector would be paying its own way by developing
revenues and capital to cover the costs of the public admin-
istration (A.D.F.&G.), improved research and development, and

the operation of the rehabilitation and enhancement programs directly.

An .jobjecti.ye which might be suggested for this effort is:

To create a healthy industr¥; one which is profitable,
and supporting a large stable population in tho year

2000 - providing pleasure in sports fishing, capital

to aid fisheries, and monies to pay its own way.

- sound financing

- good organi/.ation of experienced personnel

- well developed base of experience _ _

- salmon marketed at a price adecpiate to deliver profit,
to the people and enterprises in the industry.



The lark l.o Lake at this moment 1is one of getting into a safe

level of product ion as fast as possible, to obtain the best base

of experience as quickly as possible. With a project

scale, experience 1is the vitalfactor. It reduces costs, it

creases productivity, it opensthe door to new-solutions and

v?ill accelerate the program with safety.

However, "scared money"™ 1in a situation having so many new

factors and variables in itself creates problems. So, the

funding source, currently the legislature, must make

aware of the risks 1inherent 1in

itself

of this

in—

- forming new social groups called "Regional Associations™
- operating hatcheries with no prior cost experience

- rebuilding brood stocks to levels adequate to
a Diajor enhancement facility

- managing mixed stock fisheries so that native
are not damagcd.

it is
In private enterprise, the role of "venture Capital™

start

runs

to

fund the high risk start-up from its inception through 1its

likely commercial success. The capital covers all costs

associated with the venture - engineering and construction,

staff, raw materials, equipment, operations and maintenance

including interest on short term debt.

Since venture capital 1is not available j.n Alaska,...
of the NONPROFIT nature of the current: legislation,
prog,ram provides a means to get started and assures

state of Alaska has 1its money returned.

because

the 1loan

that the



Tlus implies; that- the loans must, servo. Lhe same purpose
as venture capital; i.e. assure that there 1is adequate monies

available Lo assure a high probability of success.

Creating self-help financing is not new to government. The
U.S. government 1intervened prior to and during the Depression
in agriculture financing by forming and initially funding the
Farm Credit System; the P.C.A.;the Federal Land Banks, and the

Bank for Co-ops.

The following typical kinds of costs associated with operating
a regional association and a hatchery facility i1llustrate the

need for completeness in the financing arrangements.

POSSIBLE SCENARIO FOR SOUTHEAST ALASKA

Using the chart, on page 1, a likely goal for Southeast
Alaska would be to return the salmon to the previous levels
of: 38, 000,000 from the current 8,000,000. A gain of

80.000.000 returning salmon would be required.

Assume half of that could come from rebuilding the native
run using l_echu Lijuos and that the other half of

15.000.000 would be obtained from hatchery production.

Let s also assume that those 15,000,000 salmon were chum

salmon.



At: current, price:;. oC $6.00 pen; adult: chum salmon, the
increased value for 30,000,000 adults would be $180,000,000.

Everybody hopes the price will hold or inflate in time.

Currently, a hatchery to produce 1,000,000 returning adult

chum salmon would cost approximately $2,000,000 to construct

and about $300,000 annually to operate. IfT all the broocl

stock were available at the time of start-up (which is a

remote possibility) , it would take 3 to 5 years for that initial
1,000,000 to return. More realistically, it would take 8 to

10 years.

Approximately 20% of tKka salmon might escape the commercial
fishery and return to the hatchery,... 200,000 salmon.
35,000 of those would be needed for spawning the next year"s
production; Jleaving approximately 155,000 surplus fish to be
sold by the hatchery to cover the cost of operations and
repayment of the debt. Those 155,000 chum salmon at $6.00

each would be worth $900,000.

.Since each hatchery produces 1,000,000 adult salmon returning
to the fishery, it would take 15 hatcheries to meet the pro—
duction targets. Each hatchery would need the $2,000,000 for
construction and 5 x $300,000 per year for a total of
$3,f>00,000 to start up and to reach break-even. 15 of these
facilities would require $57,000,000 1in total capitalization

to achieve the goal.



]Jf A facilii Lea of 1ibis magnitude were 1installed 1in South—
east, their combined surpluses would generate $2,AG0,000
annually in capital... each facility contributing $600,000 to
the capital pool. These A facilities, once they reach their
full capacity, would become an economic generator which would

supply the captial for the rest: of the region to expand.

So, for an investment of $15,200,000, the Stuttie of Alaska
levers its money to a total of $57,000,000 worth of capital,
ultimately producing $180,000", 000 in additional sales.

15 facilities would employ maybe 75 - 100 people directly and
the harvest of 30,000,000 adults would employ at least several

thousand fishermen.

The fishermen of the area would have assessed themselves for
nearly 8 years at 3% of their gross salmon catch, contributing
nearly $1,000,000 per year. However, the overhead of running
a region of that magnitude

- the administration, accounting and Jlegal costs

- the site development costs

- the stream rehabilitation costs
could possibly use half to three-fourths of that assessment,

leaving little surplus for the repayment of debt or to cover

the operat Leg costs of the facilities.



TABLE 2

Estimated Comparative Public Costs .
for a 25-Million Egg Pink Salmon Hatchery
(Millions of $)

Part A: Computation of Subsidies to Private Monprofit liafcnery

Construction and construction-period administration costs’-
Hatchery-fifn development co'sts

Tpt;sfl. ec.os.ts covf, first; hatrhery.
Financed-byt -

Development, grant $ .20
m  Assessment income "*0
State loan e 1790
Total -*2$2.50

Public Costs of Private Hatchery in Discounted Present Value

Development grant’ e $..200
Interest- forglveness .on.loan 0 8%) years 1-6 ..,.103
Implicit cost of interest differential?2 ' 135°

' $1,038

Note: Assessment income to hatchery and sales revenue from
sale of surplus salmon will be required to pay debt
service and annual operating costs.

%
Part B: Computation of Subsidies to State'Hatcher/
Present value ox construction and construction-period
administration costs
Present value- of hatchery development costs
Present value of total construction and development costs
of hatchery
Present value of operating costs for 20 years Q $200,000 per year

Present value of total public costs of state hatchery

Public savings resulting from private hatchery ($4.19-$1.04)

*See Table 3
2See Table 4

. $2.30

.20

$ z2.50

$1.04

'$ '2.50

".20

2.50

1.69
$4.19

$ 3.15



Canada is not alone in concern for
the future of declining salmon stocks,
rior in a desire to enhance them, ac-
cording to Dr. Kces G/oot of the

Pacific’ Biological Station in_Nanai-

mo. A recent review by Dr. Groot in
connection with plarining for the
Canadian  Salmonid ~ Erihancement
Program showed that virtually every
region having Pacific salmon runs,
from Washington and Oregon States
to the USSR, "was involved”in efforts
to increase the number of fish avail-
able for harvest.

Washington. Oregon and  Alaska

have eachi responded to depletion of
fish stocks in a slightly different way.
Washington State” has an extensive
system “of hatcheries, spawning and
rearing channels, holding ponds, and
gen-rearlng projects. In “aadition, the
tate Department of Fisheries keeps
streams clear of obstryctions and
maintains fish ladders, fishways and
other fish passage structures. ..
. A concerted effort to significant|
increase. the commercial Rarvest o
chum, pink and coho salmon in Puget
Sound ‘was announced In 1975 As
part of that effort an attempt will be
made to develop hatcher Produced
stocks of chum salmon that can he
fished separately from wild stocks,
and it is also hoped that the timing
of the return of hatchery coho can
be adjusted for the same purpose.
The heavy harvest possible on hatch-
ery fish could wipe out wild stocks
mlgratln? at the same time in the
same waters.

Serious Losses

Oregon also relies heavily on hat-
cheries, and has a salmon culture
Brogr_am recognized to be one of the
est in the USA. However, the goal
of Oregon’s ten-year enhancement
Frogram, begun in” 1968, is to estab-
Ish™ natural, ~self-sustaining spawnmg
runs of . So and chln%ok Salmon an
stecclheai  trout In the Williamettc
River system. Massive stockings of
fall sgawnlng chinpok were Initiated
In 1970, for _examPlg, to trgl,to attain
a self-sustaining wild populdtion using

waters above the then-new Williamctte
Falls fishway. ,

Oregon experienced serious losses
of salon and stcclhead stocks on the
Columbia River early in the ]970%
as a result of ﬁrob ems associated
with high dams: high. nitrogen levels:

Bassage of juvenile™fish through tur-

Ines,” and ‘the use of slotted” bulk-
heads — the latter ironically intended
to reduce nltro,?e_n levels and protect
fish. On the Williamettc s¥st_em, how-
ever, the combination of improved
fish passage at Williamettc Falls, pol-
lution abatement in Portland Har-
bour, and increased plantings of
smolts, 1s reported 1o, have increased
runs of coho, fall chinook and sum-
mer steelhead.

Anticipated Investment

In Alaska a Division of Fisheries
Rehabilitation, _ Enhancement, and
Development '(FRED) was set up. in
1971 in reaction to a dramatic decline
in_the annual salmon harvest, from
100 million fish in the 1930's to re-
Ic_ord low catcPes of Ies[s:_than 25 mllf-
lon in recent years. Five years. o
groundworﬁ 0 yt%e_F,RED ydlavision
resulted in a million plan.

The aim s strikingly similar to the
objective of Canada’s Salmonid En-
hancement Program, though it might
be said lo be twice as™ ambitious.
Canada hopes to restore salmon har-
vests to their historic high, and so
does Alaska, but in Canada this
means doubling current annual har-
vests. while in"Alaska the catch will
have, to be quadrupled. Both Alaska
and Canada have set their ta'rgets 15
years ahead.

Alaska’s antw;,oated state  invest-
ment i $300 million, coincidentally
the same amount Canadian Pa(:|f,|?
Coast fisheries managers, expect wil
be made available fo_them hy the
Federal government. There the im-
mediate Similarities end.

Canada is carefully examining the
potentials for ~enhancement, ~Wwhile
Alaska has already decided that the
bulk or the state’s S300 million would
go for state-run hatcheries, and an
additional  $200 million loan fund
would be made available to finance a
coordinated network of privatel
operated non-profit hatcheries. Bal-
ance of the slate money would be

please turn lo page 20
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338 East Esplanade, North Vancouver, B.C.
Phone 985-2413

Propeller Repairs & Manufacturing
inBronze-Steel and Stainless Steel

Ifyou®ve heard of problems with an early 55 channel radiotelephone,
yau'll understand why we e waited uitil now to introduce our 55 channel
model . Frankly, our reputation forqualityand relisbilitywas too important to
risk by offering equipment that dich™t measure up to our high technical
standards. £

NEXT MARCH our FMX-55 il be available and we"d like to putyou
on our It The Spilsbury FMX-55 isan dl new design firstquality product
with a one year warranty that3 backed by our Vancouver factory service
fecilities.

Order our 12 channel, performance-proven Spilsbury FMX 12/25.
You"ll like ftsmany unique features plus the special off-season discount
good now through January 15th, 1977 only. Ask about our group discounts,
also ineffect through January 15th, 1977 startingwith just two sets. Later, if
you want tomove up froma Spilsbury FMX 12/25 to our FMX-55 Channel
we"ll give you a generous trade inallowance. You can Tlose.

Sill undecided? Talk to us about our attractive rental rates,

NI IoN

120 East Cordova Street, Vancouver, B.C. 684-4131

20 WESTERN FISHERIES

Concern 1
antrnedfranpege D i

spent for rehabilitation of damaged L
spawning streams and increased re- '
search to improve management of
natural stocks. By shifting commer-

cial fishing effort to hatchery pro-
duced fish the Alaskans hope that it
w ill be possible to be able to rebuild
natural spawning systems without ex-

tensive fishing closures.

H atchery Program

The idea of privately operated hat-
cheries adopted by Alaska might have
originated in Japan, where hatchery
operations date back 100 years. H at-
cheries arc the m ain enhancement
technique for salmon in Japan. In

1976 there were 41 federal govern-

ment hatcheries, three lo five state
hatcheries, and up to fifty hatcheries !
operated by fishermen's associations. j

Only 10 per cent of the chum salmon
entering Hokkaido’s rivers spawn i
naturally ninety per cent of the fish
arc artificially spawned for hatchery
production. An annual investment of
around S3.3 million in hatchery ope-
rations results in a landed catch valued
at S 164 million. The Japanese, con-
centrating on production of chum sal-

mon, plan new hatcheries.

The USSR also has a substantial
hatchery program, on Sakhalin Island,
on the Kurile Islands, and along the
Amur River. Tly the 1960's. USSR
.pink salmon catches had dropped to
22 - 33 per cent of their former
levels, ostensibly as the result of
heavy ocean fishing. The Soviets re-
sponded w ith the largest hatchery
system for pink salmon on the N orth
P acific, and also propagate chum sal-
mon artificially. Strength of Sakhalin
salmon runs is said now to be super-
ior to that of runs in adjacent areas
lacking hatchery production..

Success with hatcheries could have
som e drawbacks, however. Dr. \V.
M cNeil of the US N ational M arine
Fisheries Service has cautioned Alas-
kans that introduction of massive
numbers of hatchery-bred fish could
lead to decimation of wild stocks. He
points out that hatchery produced
salmon could stand 95 per cent ex-
ploitation, which would be disastrous
to wild runs; that disease could spread
from hatchery to wild stocks and that
interbreeding could alter the salmon’s

ali-important homing instinct.

Canada has experience w ith hat-

cheries. as well as a number of other

enhancement measures, including ar-
tificial spawning channels, incubation
boxes, stream flow control, and rear-



.iig ponds, but wunlike some of our
neighbours, we are not likely to rely
exclusively on any single technigue
or group of related technigues, ac-
cording to J. R . M cLeod, P acific
Coast Director of the Salmonid En-

hancement Progrant. Tnstcad the care -

ful planning now in progress w ill exa-
mine and assess all the known scien-
tific possibilities, as well as exploring
new wuntried techniques. It should be

noted at this time that Canada is one
of the leading authorities on Salmonid
Enhancement. It will be im portant to
the longterm future of the fish popu-
lations of the west coast that Canada
m aintain its esteemed position. In
other words, it is important that
continues to push forward in the areas
of research and operational capabili-
ties to ensure that the fish stocks of
our country are being managed at the

uppermost level of human capability.

Salmonid Enhancement should pro -
vide a further opportunity for im -
provement not only in management
strategics but also basic knowledge
and understanding of the fish them -
selves. In addition, SEP planners arc
looking beyond biological and physi-
cal feasibility to take into account

the broad social and economic im pli-

cations o f salm onid enhancement
measures. In that connection the ac-
tive participation of the public in

the planning process is being invited
through an organized public involve -

ment program .

Freezing time reduced
by latest method

N ippon Suisan company and Toyo
Engineering W orks have jointly de -
veloped a freezing system which uses
propylene glycol (PG) instead of am -
monia and reduces freezing time by
60 per cent. Fish are immersed in
liguid PG or the liguid is sprayed on
the fish. This lowers their temperature
quickly to — 4° Celsius or lower.

The PG freezing systems is on ves-
sels operating in the Bering Sea and in

the P acific off New Zealand, Nippon

Suisan will use PG freezing in a $2
m illion freezing plant to be built at
Hachinohe, in northern Honshu, in
1976.

(Japan Economic Journal, Dec. 28,
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An*. Lkggfjet (for himself, Mrs. Sviuvax, Mr. Foksvtiik, SIi* B keaitx, Mr.

- N M osher,Mr.Mtntrnv of Now York, Mr. Emkky,Mr. Yocxc. of Alaska,

Mr. ik xa G akza,Mr. dk Luoo, Mr. Or.Kitsr.ui, Mr. A xdkksox of California,

Mr. Lent,Air. Gixx, Mr. AuCoix, M ivE ockks,Mr. ItrxAUio, Mr. PuPoxr,

Mr. Studos,Mr. Dowxixo of Virginia, Mr. Boxkkk,Mr. B iacoi,and Mr.

..*Pjutchakd), introduced, tho following hill; wliich was referred lo Hie.
Committee on Merchant Marine and Fisheries

A BIIL LY ”

s . le Si. 0 fl,
To provide for (lie development of aquaculture in the United

! 1 “"States, and for other purposes".
o " Be'iit enacted"hy the"Senate*and Housi- of ligpresentc-
> Tives of the United States of Anerica in Conr/iress assarbled,”
3 That- this Act may he cited as the “National Aquaculture
J OrganicAct of»lEJTG”. ’ ST g e W
5" SEC. 2. 'FINDINGS AND STATEMENT OF PURPOSE.’
G ”17’(@) The Congress finds that- * ~<~ *"
7 " (1) the worl-d .product?alri of seafood has de.clined'

§ " since 1070 and that the harvest of some populations of"



2

1 fish and shellfish have exceeded levels of maximum sus-
2 tamable yield;

3 (2 ) certain stocks of fish and shellfish of importance
4 to the gg/it.e_g Sl:a((tys are Qe_p!%ted,__or*a[c declining, and
5 such depiction or decline has-an undesirable impact on
6 both commercial and recreational fisheries;

7 v (3) there-is nil extensive-market foi; seafood in
8 the United States,- but the United States imports 50
9 In. ~-.percent of its fish and shellfish for. human, consumption

10—<Tii.(which imports arc ten times the level of exports), and

11-: J this dependence on imports as a source of protein makes

12 it difficult to insure continuous supplies and suggests
13 that alternatives such as aquaculture he developed;

14 (4) aquaculture 1is contributing significantly to the
15 economies of many countries; for example, Japan and
16 Czechoslovakia rely on aquaculture for over 10 percent
17 of their total fisheries production, whereas less than 3
18 r*  diciL&iiii mi/- uiiuui vuuui jisiiuiibs inwutiv.null luai

i » > /[ . e». . <e . . Loon(«, W, ! on 7 01 . N
19, from aquaculture; .

@ ijlISTor*; .- . e/c»  Fer ji- I ¢ ep*x T~_IL .e»/. t;:]

20 (5) the stocking of advanced life stages of fish
21 and shellfish produced by aequueulUuro isa means of re-
22 building and augmenting fish and shellfish popflinlions

23 < and establishing new fisheries;
24 ., (6) theapplication of aquaculture technology offers

25 opportunities for the reeovciy of wasted thermal energy,



1 -nutrients, and other resources, and may he a inore efii-
2 e=; clent use"of energy for food production tlian current,
3 methods of agriculture; : o -

1 * (7). lands and waters, whether fresh, brackish, or

.
B

5 - marine, which arc suitable-for aquaculture are diminish-
5 IngV~nd those which are so suitable are underutilized;
7 . (8) current efforts to develop aquaculture 1in the
8 H4v--United States are highly diffuse,-and a strong commit-
~0"rrfV:"nien"t by the Federal Government could make aquacul-
*10 eture more efiicient and competitive, thereby stimulating
11 ®® “public and private investment and development; and
12 (9) while some scientific and technological prob-
J3 "lems are unsolved, there is sufficient knowledge to fur-
11 “  ther the development of aquaculture production systems
Lm* o of0l-many species of fish and shellfish. "U
*16;: (DJ The purposes-of this Act arc to promote commer-
1? cial aquaculture in the United States by establishing and
*18 eimplementing a national plan for aquaculture in order to de-
19 vclop programs and to encourage activities which will result
%0 "mthe coordination of domestic aquacultuVc efforts, the con-
21 scrvatiou anil increased availability of fisheries resources, the
22 creation of new industries and job opportunities, and other
22 national benefits. B XK !

21 SEC. A DEFINITIONS. “ o _— eee -



;1 tt The term “@ppropriate Secretary’®” means (lie

v2>-/- Secretary of Commerce or the Secretary of the Tnlerior

3 as program responsibilities are vested pursuant lo the

4 .:1v.; provisions of Ixcorganizatiou Plan Numbered 4 of 1970.

-5 cuitb <M. (2) The term “dquaculture”’means the propagation

»:C.-.and.rearing- of aquatic species in controlled or selected
if. <environments, -j.

-jfpsmm *;(3) The term “aquaculture facility”means any land,

structure,, or other appurtenance used for aquaculture,

40 : including, but not limited lo, any laboratory, hatchery,
11:  ..rearing- .pond, .raceway, pen, incuhalor, or other
42 "{ P.equipment. S - . .

13 (4) The term “4quatic species’means any species

JA4.; e of finfisli, mollusk or crustacean (or other invertebrate),
.15 amphibian, reptile, or aquatic plant, blit does not mean
- 1 6 : any species of finfisli or aquatic plant primarily used
{17; oj.filforornainentalpurposes. 1

*18 Dt tjJ.vo i.(p)".The tenn “PuiuV Tineans tbe Federal Aquaeul-
flg <. ill;turc Assistance. Fund established by section 10.

© 0 >-ah .Thc? term “person”’means any individual who

21 .-.m.is-nt citizen or.national of the United States and any

e .22 x h;fcorporation, partnership, association, or other, entity

23 organized or existing under the laws of any Stale.
21 (7) The term “State’” means any of the. several

25 States, the District, of Columbia, the Common wealth of



..« Puerto Pico, American Samoa, the Virgin Islands,
2 "" Guam, and any other Commonwealth, territory, or
2 e"possession of the United States. - e
% " < e () The term “United States”’ when used in a
g geographical context, means all Stales. “ y
6 SEC. 4 NATIONAL AQUACULTURE DEVELOPMENT PLAN.
V'  eme(a)(l) Before the close of the 1-year period bc-
g ‘“giniiing on the date of the enactment of this Act, the Sec-
jj* rotary of Commerce shall by regulation establish a National
iq Aqu;culture' Development Plan (hereinafter in this Act
m ~referred to as the “plan”’). The Secretary shall give inter;

ested persons an opportunity to participate in the rulemaking
Jg  (with opportunity for oral presentation) with respect to (he
24 plan in such areas of the United States as he deems appro;
25'—pnatc. ' - >d > ms > :1
1G "*(-) (-Mm ~ eJ consultation with the Secretary of the
27 :"Interior, the Secretary of Commerce shall establish, and
28 appoint members of such advisory committees: as ho deems
19 ‘appropriate to assist in the initial development of the plan;.
oq: Persons appointed to sueli-committees*shall he knowledgo-
22 ablo cr experienced in the principles: or practices of aqua-
22 Culture. ad fr\ J; fo.-
93 ** 7 W  While away from tlicir homes or regular places of

01 business in the performance of services o any advisory

or “<committee ®stablished pursuant to -paragraph (2) (A),



4 members of the committee shall he allowed (ravel expenses,
2 including per diem in lieu of subsistmice, in (lie same maimer
3 as perso';ln:employed intermittently in tho Government serv-
4.1 ice are allowed expenses under sccliou 5703(1)) of title &
5 of the United States Code. , . -. . -

g 7..r.1 A(b)/The. planshall- v & ..

T" < * m “(w). identify each aquatic species (hereafter re-
-g;X .1 ferred to in this Act as “priority aquatic species”) which
2 the appropriate Secretary determines .can. be cultured
20" wmhion a commercial basis, after taking into account-

11 Fre (A ) the extent of commercial aquaculture, if

42 = - 17 any, cuiTently being carried out with resjiect to such

23 . species, and the projected economic feasibility of
14" . o o, .culturing such species;
15 (B) the extent to which aquaculture research

s and development have been undertaken, within (he
27 . ifi  public and private sectors, with respect to such
18>r,h <uf  species;... [wiee/A" * | . bh. "eeeo -
49 Mg on: & «:;(C) the time, and resources which will he re-
20v @7, n..; -giiirecT-to develop aquaculture, technology to (he
211™%h* Vr* foint where .the: species can he cultured on-a com-
22 mercial basis; and « - .- R
23 (D) such other factors as such Secretary deter-

24 -r-fvbu ..i.inines to lie appropriate; and

25/.* ) (2) contain a program of aquacidture dcvehgnmml



I-1; . ;» prepared by the appropriate Secretary for each priority
"2 ~. aguaticspecies. .. \

3 (¢c) The program contained in the plan for cadi priority
4 aquatic species shall set forth those actions which (lie nppro-
5. priate Secretary determines should.he undertaken, and the
i5 ..-period of time, within which each such action should he
7., Tompleted, to provide for the culture of each such spe-
8 .~tieson a commercial basis. Such actions, with respect, lo each

-9 epriority aquatic species, .shall include- e - -

10 -I"m  .(1.);sucli research and development as inay be ncc-
11 < ...cssaryand appropriate regarding- “ .m

12 (A) aquaculture facility design andoperation,
13 B> eoef . (B) water quality manageinent,

14 “ (C) utilization of waste products (including
15 . F .thermal effluents), TR I

16 (D) nutrition and the developm ntof cconomi-
17 cnlfeeds;and ,m -1

A8, w*r e ko 0Jii::(E) life history/ genetics, physiology, and
19 t'mik:"" *--_ pathology and. disease control-; (including research
20 regarding organisms ‘which limy, not he harmful .to
hsb. and shellfish hut are injurious to humans) ; (_.1
22" 5.B..,(z )- research with respect to processing and market
23: 7 development.; f...h; F,f ]
24;)-, . |." (3) research with respect to production manage-

25;1 r;.4 .inont nml quality control; -t



1 « 1 1"v(4) (lie conslruetion, pu.ohasc, lease, or acquisition

2 of neccssaily developmental aquaculture facilities; and
v3 . > 2 (5 sucti oilier actions as such Secretary deems
*4:1 necessary and appropriate. Te

351 (d) In*preparing a program under the plan for any
G -priorityaquatic species, and in reviewing aly such progranm
-7 >"pursuant to subsection-(e). the appropriate Secretaiy shall,
18-"to;thg:extent practicahle, take into account aity significant
9 action which has been, or .which is proposed lo he, under-
10 'taken by any other Federal or State agency or by any

11 person, which may affect the accomplishment of the pro-

12 "granm. . e ..

13 (¢) (1) The appropriate Secretary shall review on an
"141-annual basis- Wy o' eecee .

15 (A) each aguatic species not identified as a priority
16 8,;*;»"aquatic species; and “ee f..'r / "o Te
1.7 (B) the program established under the plan for

18 ; <mr-eache.priority” aquatic species to determine whether the
Ig*co"-r: actions” specified in the program are being accomplished
2b f;r,:rroii g successful aud timely basis.” mua ; e

21 : (2)"--If'as a result of the review conducted pursuant
A22| ,:ttrbaragralph @)) (A)the'apr;rgopriate Secretary finds that
23 ftuy aquatic species can he cultured oii a commercial basis

24- -after taking into account the criteria set forth in subsection

25 (b) (1), the Secretary of Commerce shall hy regulation



9.
1* amendl the plan® to i1dentify such- .spe.cies asa:priority aquatic
2 species and establish a progTnM “fou such-spCcids; pursuant
3* 1nsubsection (cp.
£ (3) If-as"a result® of* the*review* conducted?pursuant lo
5:paragraph®- (t):(]>) »the appropriate”Secretary finds that-
6 (A) ally action so specified should* be revised, such

T"" > Secretary"shall-make such- revision jus be* deems neccs-

8 sary aiid appropriate™; or *e & *ee _ I_pif

g e} (Bp sufficient progress is-riot being made with re-
10 e spect to any-such progfanY or that* actibiisitaken under
11 any such program™* indicate" that ciiltiirc" of the priority

1or aquatic"species:coitcerned on,a"commercial basis is doubt-
13 ful, suclr Secretary*shall cancel:the®prbgraiiir
14-1The"Secretary of* Commerce shall by regulation amend the

15* planwhenever anyirevision or cancellation isthade pursuant

15 ;"-to this;suh"seetioh.1*V e X T A o
17 SEC. 5. FUNCTIONS. H* o-atiXj's? .,, .. 73
IB ** * (i) -The*appropriate Secretary simll-"" er.f
19 (1) implement the" plant established pursuant (b

20'5 section¥; o W e *%

21 (2) provide advisory-," educational; ;and* technical
22 #services* (including* training)! \ifli rcispc/ct to agimcullitre
23" ‘e * to*-interested: public and"private®orgnhizatiori®*nnd indi-
24 m  -vidunlsi "hut ”in" providing such-scmecsj shall, to the
25 niflxinuuu exten@p*rnctieahie,” avoid- duplication of like

11.11.14005--- :2



eilvii;-.-services .regarding® aquaculture which arc provided by

i oilier. Ifederal agencies; .
3 (3) consult and cooperate with interested persons,
¢l Ifcdcral, .Slate, and local government agencies,regional

-5 ; .."commissions, and educational institutlous regarding the

JjGi.. .-development of aquaculture technology;

o7-vam V (4) identify legal and regulatory constraints which
8 inhibit the development of aquaculture; aud

-9 v (5) prescribe such regulations as may bhe necessary
°10.i..  carry out the provisions of this Act.

Il.-r,- .(h) Theappropriate Secretarymay -

2.0/ (1) for .the purpose of assessing the economic
13 feasibility of any aquaculture system-

14 ( (A) conduct scale tests, of the system,and, if

n, < .juoccssaiy for the conduct of any such test, construct,

16 operate, and maintain developmental aquaculture
17 facilities, and .\ v o T,V
18 (33) ..conduct such other tests oranalyses as

19 uwKUig nmy.benecessary;

20 (2) develop methods lo enhancenatural fish and
2 11:J; wr» sliellfish,stocks, hy aquaculture; and ) - r.
¢ "il:rm i «(?) carry, out such studies and research with rc-
2 3 fT."spect to,aquatic species as may he appropriate regard-
21; ,,, less of whether,such species is or has beenidentified as

*25! "l ip Priority aquatic species; and °..... .



11

11 e (4) take such other actions as lie deems necessary
2 and appropriate lo cany out tho purposes of this Act.
e3 ef*e(c) In addition lo carrying out such other functions
4- as arcrrecptired of him by this Act, the Secretary of Coin—
*d emcrcc shall- e * . .

6 (1) establish and maintain ah aquaculture infor-

7 1 "mation center which shall function-as a national clear—

8 inghouse for the collection, selection, analysis, and dis—
9 semination of scientific, technical, legal,and economic
10 > information relating to aquaculture;

11 (2 ) maintain an inventory of public and private
12 aquaculture being carried out in the United States with

13: e respect to each aquatic species, which shall include, hut

14 shall not he limited to, information, on acreages, water
15  ."fi: use,!production, and culture techniques; th.
16. - v (3) arrange for the mutual exchange of informat
17. lionirelating to aquaculture with foreign:nations; aiid

18 *71.m T )-submit to Congress, before February! of each
19. 4 whycftiy a report on the implementation of the provisions
20 of*this Act during "the immediately preceding fiscal
21-..,% "3"bar, which report may include’ any recommendation
22 . "(including suggested legislation) which in his opinion
23 ; IS necessary and appropriate lo achieve further the pur?

24 poses”of this Act. Y 1/ TR



1. SEC,.G.. COORDINATION OF FEDERAL AGENCY ACTIVITIES
v'" , REGARDING AQUACULTURE.

(f. (1) There 1is established the Interagency Conunit-
i< t.eo.on- A.qimcultnrc (hereafter i (his Act; referred, to as the
5 “CTommittee”) which shall he composed of the following
M officers, Or their designees: *

-iCe e (A) The-Secretary of;Commerce,- who shall be (he
g - e« .Chatrman of the Committee.

0-. - e« (Ih);The Secretary of.the,Interior..

10 (C) The Secretary of Agriculture..

rami: [ (D): The Administrator of-the Environmental Pro-
12 - tection Agency..

13- (.15) The Administrator of. the Energy Research
111".;; ~and.Development Administration.

15 (E) The, .Commissioner.-of .Pood and. Drugs.
10;-:hi.”1* r(G).-The chief executive oflieer of; 11113" other Eed-
17:;; - cmliageiicy which the; Secretary, of.Commerce finds to
18;--, Ji* have significant functions, which.relate, or ma)" relate,
190 <. #=to the development and:implementation,of aquaculture.
20°-N = (2 » The functions of the; Committee, shall, he-

218 (A)" to:insure that'there-is. a continuing-exchange
221 ,0f1 information, among, fliccagencies represented o011 the
23-v ub Committee, with respect; to the nature-and.status of the

21 programs or projects being carried out hy such agencies



<

J3
I - which Telute, or which may ‘'apply, lo aquaculturein

2 « ‘'general or to the implementation of the plan; and

"3 " {B) to review on a "Continuing hnsis /ho Relevant
1 pjrograms and projects of all Federal agencies to deter-
.5 mine fhether they arc being carried out in compliance
6 with subsection (b). . "

Vv (1,) Kach Federal agency which has any function or

B “responsibility "with respect to aquaculture or has jurisdiction
9 eover any activity which affects (or may afiret) tho "aehievc-
10 ment of the purposes of this Act, shall, in consultation "with
11 “the appropriate. Secretary and to the maximum extent prac-
12 tieahle, cany out such function, responsibility, and activity
13 in a manner which is consistent with the purposes of this
1 -Act. | 'm RN

15 v ' (c) .ECotlitirg in this Act shall be construed to amend,
16 repeal, or otherwise modify the authority of any Federal
17 Zofficer or any Federal agency ™to cany out any functions
18 relating.to aquaculture which are authorized under any other
19 provision of Taw. me . g i -V oLgjw? L
20 -SEC. 7. CONTRACTS AND GRANTS. L

21 -a.; (@) -Tho appropriate Secretary may carry out aiiy"fuiic-
22 tion under this Act (other than any function under section
23 4 relating to the identification of priority aquatic species and

24  tho preparation of plan programs for such species) through



2 agency of* any State or political subdivision thereof, any
3 regional commission, any educational institution, or any*
*4: person. . oo 1 | .
A ny ‘contract entered into, or any grant made,
6 pursuant to this section shall contain such conditions and
«7 limitations as the appropriate.Secretary shall hy regulation
3 /prescribe.as being necessary and appropriate to"prolect the
-9/ interests of the United Stales; except that no contract may
10 7 ;ho entered into, and no. grant may he made, pursuant to this
11 . section .unless the applicant submits ‘with liis application
12 " therefor a certification from each appropriate State agency
13 ;and each appropriate local government agency stating that
nothing hi the laws administered hy such agency prevents
Iftr the carrying, out of the project to which the “contract or
"grant will he-applied. ji'o . © e ko>t
Si-.Ki fiH)! (c)..;Tlie amount of anyr grant made pursuant to this
mt?::"lsectiommay not exceed one-Imlf of.the estimated cost of the
19 project for which the grant ismade. - Ur +m\
20 (d) Any person who receives a-grant or contract under
21,1,.this section .shall mako. available® to- tho Secretary'and to
?2;J-lho Comptroller General of .tho United States,:or any of
23< their .authorized representatives, for purposes of audit and

21, examination, any hooks, doeumenls, pnpersj.mul records that



T rare-pertinent to the funds received by such person under

2 such grant or contract. >.. 2 -

3 SEC. 8 GUARANTEES OF OBLIGATIONS ISSUED FOR
4 e /AQUACULTURE FACILITIES. . = 1]
5 " . (@ (1) The Secretary may, subject to the provisions

G" of this section, guarantee, or make a commitment lo guaran-

t

7 *tee, the payment of interest on, and the principal amount

S of, any obligation issued by an obligor for any of the follow-

9 ing purposes: -/ ! 3
10 - ':(A) The financing of the construction; reconstruct
11 tion, or reconditioning of any aquaculture facility within
12. the United States (including the financing- of the pur-
13 chase cost of any aquaculture facility to be reconstructed
1-1 or .reconditioned) ; "except that.no obligation may
15 be guaranteed under this section later than 2 years after
15" the dale of the completion of the .construction, recon-

17 /:1; , struCtion,"” or reconditioning of the aquaculture facility
18 involved.me: /:-mml < us. * > 3/ ;k 1il.) - Rf
19. . . (33) The financing of the;initial.operating expenses
A),[~-m .- of any-aquaculture facility within .the .United Stales.
21 ..(0) The refinancing of .any .existing obligation
22 issued for any of tho purposes specified in subparagraph
23 ... "(A) or (33), whether or not guaranteed under this

24 v ,scl,ion> including, but not limited lo, any short-ternm



o ; obligation incurred .for tire purpose of obtaining -.teni-
2 porary funds for refinancing.

B;/ The full faith and credit of the United States .is
4 pledged to the payment of all guarantees made under this
5 section ..\;/ith respect to both principal and interest, including
-G .any interest, if provided for in the guarantee, which -may
7 accrue between .the date of default under a guaranteed obli-
¢ gation-and the payment in full of the guarantee."

9 (3) Any guarantee, or commitment to guarantee, made
10« by the Secretary under this section shall be conclusive cvi-
11 T"deuce of the eligibility of tire obligations for such guarantee,
12 and the validity of any guarantee, or-commitment lo guaran-
13 toe, somade shall be incontestable* o o

14 t f(4) The aggregate unpaid principal amount of all obli-
15 gation;* guaranteed under this section,and outstanding at
16-any one time shall hot exceed $100,000,000.

«17";/ <o) (i)»M0bligations guaranteed under this section-
18 z (A) -shall have an obligor approved by the Sccro-
Ho as being responsible and possessing the abilit;, e.\v
20 %2 perienetV “financial resources, and other qualifications
21 rSihecossniy for the adequate operation *and maintenance of
22 ‘e tlie eaquaeultnral facilities; 7 o b o*

2317? b (B) shall bo in an" aggregate principal amount

24 7 Ir* which does not exceed 874 percent of tho actual cost



-J /"** « involved or the depreciated actual cost, as determined
vj < ¥*by;tlieSecretary;

3 (C) shall have maturity dates satisfactory lo the
x4 e _"Secretary,;butnot toexceed 25 years;

oj K .CD)) -.snall provide for payments hy the obligor
-6 satisfactory to the Secretary; .and

o7 %< **®) shall hear interest (exclusive of charges for
-g 'm .the guarantee and service charges, iIf any) at rates not
sqw i toexceed such percentage per annum on the unpaid priu-
10 .D/(O:ipal as the Secretary determines to be reasonable, tak-
11.. ring into account the range of interest rates prevailing in
12 the private market for similar loans and the risks as-
13 sumcd by the Secretary. R

1-1 m 72 ) jro obligation shall be guaranteed under this see-
15 tion unless the obligor conveys or.agrees to convey to the
16 Secretaiy siicli security interest as the Secretary may re-
17 “.quire to:reasonably protect the interests of the United
38 e-States. , W( > ->,7.-: £
19 .. 1.=2() (1) The Secretary may charge a fee for any obli-
20 "gation guaranteed under this section, the amount of which
21 -shall bo established by the Secretary, by regulation but
22 which may not exceed one-half of 1 percent per annum pf

23 the outstanding principal balance of .tho obligation. U.ce

24 ;payments shall bo made hy tho obligor*to the Secretary
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1 7 wlien moneys are first advanced under a guaranteed obliga-
2 tion and at least (50 days before “each anniversary date
3 thereafter. o el ® L.

4 (2) Tlie Secretary shall charge and collect from the ob-
5 -ligor such amounts .as he may deem reasonable for tlie in-
6 vcstigation of the application for any guarantee, for the
.7 appraisal of properties offered as security for any guarantee,
¢ and for the-inspection of such properties during construc-
9 * tiohj "reconstruction, or reconditioning; except that such
10 :charges shall not aggregate more than one-half of.1 percent
11 -.0of"the original principal amount of the obligation to be
12 guaranteed. « - = x . .l

13 (3) All fees and other amounts-received by the Secre-
14 <’laiy under the provision's of "this subsection shall be de-
15" posited, in the Fund.- m Vv *ih r
16,  (4) Obligations guaranteed‘under this section,-and
17.;.5agreements relating thereto, shall contain such other provi-
18 sions Avith respect to the protection of the security interests
19 of; tho -United. States (including acceleration and subrogu-
2 0 2tioirprovisions and tho issuance of notes by tho obligor lo
21r tho1Secretary), liens and releases of "liens; payments-of
22 itaxes, and such other innttors as-tho Secretary may prescribe;
233 .aifi(d) (1) In tho event of a default, which lias continued
24 for 30 days, ”in niily payment hy the obligor of principal or

25 interest duo under any obligation guaranteed under this



-1."section, the obligee- or his agent shall have ,the right lo

o

demand, at or before the expiration of such period as may

w

be specified in the guarantee or related agreements, hut not

4 later than 90 days from the date of such default, payment

o

hy the Secretary of the unpaid principal amount of said

oo

obligation and of the unpaid interest (hereon lo the dale

~

of payment. Within such period as may be specified in (be

(9]

guarantee or related agreements, but not later than 30 days

[¥=)

.from the date of such demand, (lie Secretary shall promptly

10 .pay"to the obligee or his agent the unpaid principal amount

—

: of the obligation and unpaid interest thereon to the date of
2 payment; except that the Secretary shall not he required
13 tonuike such payment ifbefore the expiration of such period
14 <he finds that there was no default I} the obligor in the pay-
15 .mcnt of principal or interest oi1* that such default has been
16 remedied before any-such demand. .. * . W.
17q ; -.¢) Payments required to be made by the Secretary
-18. under paragraph (1). shall be made by the Secretary.from
*19>moneys which may be nppoprialed to the*Fund or obtained
20 "from tho Secretary of.the Treasury-pursuant to paragraph
21%. (5). vt; il fsmb> el . jo"
"2 m(3) In ."to event, of any payment by the Secretary
23 .under paragraph (1), tho Secretary shall have all rights in

.24 any security held by him relating lo his guarantee of such

25 obligations as aro conferred upon him*under any security



J. agreement with the obligor. Notwithstanding any other pro-
*2vision of law relating to the acquisition, handling, or disposal
3 .ofproperty by the United States, the Secretary may, under
4 such terms "and conditions as the Secretary prescribes or

e
5 eapproves, complete, recondition, “construct, renovate, re-

6 palr, maintain, operate, or Osell any property acquired by
7 <liim pursuant to a security agreement with the obligor.

s m (4 After any default referred lo in paragraph (1),
9 the Secretary shall -take such action against the obligor or
10 ally other parties liable thereunder that, in liis discretion, may
11 be required to protect the interests of the United States.
12 Any suit may be brought in the name of the United States
13 or in the name of the obligee and the obligee shall make
14 available to the United Stales all records and evidence neces-
15 snry to prosecute any such suit. The Secretary® may accept
16 a conveyance of title to and possession of properly from the
17 obligor or oilier parties liable to the Secretaiy and may"" pur-
18 chase the property for an amount*not .greater than the un-
19 paid principal amount of such obligation and interest thero-
20 <on. In the event the Secretary receives through the sale of
21 property nil amount of cash iIn excess of any payment made e
22 to an obligee under paragraph (1) and the expenses of
23 collection of such amounts, he shall pay such excess to tlie
24 obligor. et L. “ *oo» e

25 () If at any time the moneys in the Fund are not*



2 ¢sufficient to-pay any amount.tlie Secretary is obligated to
2 - pay. under paragraph (1), the-Secretaiy shall issue to the
3 Secretaiy" of the Treasury notes or other obligations- (only
4 1. such extent and in suclr amounts as-may he provided fin—
s" in appropriation Acts); in such forms- and denominations,
6 “"hearing such maturities,, and subject to such terms-and con-
7. ditions- as- the Secretaiy. of Hie Treasury prescribes. Such
8 “notes-or-other-obligations shall bear-interest at a rate deter-
.9 minediby the Secretary of the Treasury, taking into consid-
10 oration the current average- market y-ield on outstanding
11; marketable obligations of the United States of comparable
12 maturities during the-month preceding tlie issuance-of such
13- notes or.other-obligalions. The Secretary of the Treasury
14)- shall purchase-any notes, and other obligations-to-be issued
15 -hereunder; and for such purpose lie may- use as-a-public debt
1 G:-. transaction the proceeds from the sale of.any-securities i1ssued
17..; under: the- Second Liberty Bond Act, as amended, and tlie
I tK purposes- for: which; securities-may he issued!under, such*Act,
19 —as-amended, .are: extended to include any purchases.of!such
20" note and: obligations. The Secretary of (lie Treasury at any
21> timo may-sell aiy: of tho notes or other, oliligalions -acquired
22 hy him under this paragraph. All redemptions; purchases;
23: and sales.;by-the Secretary, of"the Treasury, of such notes
24 «oileother: obligations shall be treated as publio-debt traus?

25 actions .ofi the- United" Slates: Moneys borrowed under this



1 "paragraph shall .he deposited in tlio Fund and redemptions
2 i1 of such"iiotcs and obligations shall he made by the Secretaiy
3 »Jfrom such.Fund. . -m- }

 r (C) Whoever, for. the purpose of obtaining any loan
5 or advance "of credit from any person with %he intent, that
-6 an obligation relating to such loan or advance of credit, shall
7 he offered lo or accepted hy the Secretary to he guaranteed,
-§ ;or for the purpose of obtaining aiiy extension or renewal of
-9" any loan,.advance of credit, or mortgage relating to an
10" obligation guaranteed by the Secretary, or tlie acceptance,
11 "..release, jor substitution of any security on such a loan,
12 advance of credit, or for the purpose of influencing in any
13 way the action of the Secretary under this section, makes,
14 passes, utters, or*publishes, or causes to be made, passed,
15;f.uttered, or published any statement, knowing the* same io be
16 fa!@se, or alters,, forges, on counterfeits, or causes or procures
17; tobe altered, forged, or'counterfeited, any instrument, paper,
InB- 7or document,; or utters, publishes,, or passes as true, or causes
19 ...to he uttered, published, or passed as-true,, any instrument,
20 .paper, or document, knowing it to have been altered, forged,
21 ror counterfeited, or willfully overvalues any security, asset;
22 eorincome shall be guilty of a misdemeanor. *

23-¢ ;:v(c) >The Secretary shall promulgate such rules and
24 regulations@®s may he deemed, necessary or appropriate to

25 carry out the purposes and provisions®of Ilils section.
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1 eel () I"Mrpurposes of this section- -

2 (1.) The term “actual cost”” of an aquaculture fa-
3 ciliy’, as of an}" specified date, means (lie aggregate, as
! - .determined by.the Secretary, of- ..

I - A (A) all amounts paid by, or for tlie account
6 of, the obligor .with respect to such facility on or
-7 5] ;before that date; and

87 * 1(B) all amounts which tho obligor is then cbli-
9 gated to pay from time lo time thereafter, for the
10 construction, reconstruction, or reconditioning of
I.uji. o such .facility...: . .k LR 1;

12 /" e« (2) The terms *“Tonstruction”’, “tceonslruction”’,

13 .. or/"reconditioning”” include, but are not limited to, dc-
14 signing, 1inspecting, outfitting,, and equipping, of the
15 ;aquaculture facility involved. _..... : 0.°
16 ., * (3) .The term /depreciated actual cost’’means the
17 Sactual cost depreciated on a slraiglillinc basis over the
18 useful.life pf.lhc property involved as determined by tlie
19.1 v >*:Secretary-,;.-. >, ,=;* i.-W [N /7.

20 F1,c.,,Thi- term /obligation! *means any note, bond;
21 debenture, or other evidence of indebtedness issued for
22 M-:Kk*,on0, of the purposes.specifiedin subsection (a). q;

23 J%-. .M ...,,6 ). .The (tcrin “dbligee” nicans (be bolder of any

24 obligation. o V.p-

2D, i .(r),,;Fl1y term “tbligor’>.menus any person pri?

“p-y

m
VAR



marily liable for payment of. the principal of or interest

on- any obligation;
SEC..9..DISASTER: LOANS.

(n) (1) The Secretary may make one or more loans
to any-person* who lias any obligation® which 1is guaranteed
under section S to assist such person, i

(A) the aquaculture; facility to which such guar—
antee applies- is:damaged or destroyed as a result, of a

* < npaturahdisaster; or .

(B) “tlie stock of aquatic species-af the facility lo
which such guarantee applies-is- damaged “or destroyed
ly- disease, pollution, or contamination (caused hy rca-
*sons other Ilian-a-natural disaster or the willful*or nodi-
gentaction of such person) . . - [

to accomplish one or more of thie fol lowing objectives:

(1) The repair, rchahilitatibn,. or replacement.

*/m of sueii facility. 1 V Yo
.. Tlie"replacement of aquatic species stock.
" (i) To continue aquaculture®operations while

o o"'I"e* any Such-repair, rehabilitation; or replacement is in
e * progress;- e m > ;.
e 7 o ”(iv)"The purchase; construction, or*reeonstruc-

- tioirof:an“aquaculture facility at anolher loeation if

tho Secretary finds that- M

(1) the damage to (he facilily is so exton-
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e sivc that its repair or rehabilitation is impra“c-

2 * ticahle; o i .-eecee e

3 ir (in tlie replacement of the destroyed fa-
q-" 1 cility at the same location is impracticable; or
5 o' (in) tlie pollution or contamination re—
6 ferred to in subparagraph (B) is likely to pcr-
*/ t,, m*'sist for such period of «time" that continued

'8 . W “Gqiiacultiup operations at the same location are

9 impracticable.™ * Mo 1 esse» » >h 3

10 w :.(v) To meet payments of principal and in-

* tcrest. on the obligation so guaranteed for such

12 := wmperiod of time as tlie Secretary deems appropriate,

13 ” taking into account the degree of damage to eesuch
14 facility or stock. . ol ¥
45 at. 1 7yl/.7(vi) To retire in full such obligation. IT.

1G"; ; 2(2) No loan may lie made under this section for any
17" damage or destruction- - W e r- 1 Vf
18 b™t (A) "which is"compensated for ly insurance- (in-

19 mJ "m'e'eluding insurance paid“under section 11) or otherwise:;

20 or . - ol b ulT7% V.
21 for which assistance-is .available under any

v.re ther Federal disaster assistance progranm. e
23 -(b) Any loan made pursuant to this section sinll-
24 1=V (1) mature in not moro than 20 years; |
25 (2 ) bear interest at n rate not less (ban the rale v

|
Uv*.’
SAv
T u<{* i,l\/;



1. determined by (lie Secretary of the Treasury taking"
2 Into consideration the average market, yield 011 outstand-
.3 ; ... ing.Trcasny obligations of comparable maturity;

;4.4 * (3) be approved only upon (be furnishing of such
5 . i.security, or..otlier reasonable, assurance of repayment

6 ;,.. QS the Secretary may require; and

J » . jJ(4) be subject to such oilier terms and conditions
B as the,Secretaiy. may require;,to protect the interests
9 of the United States. e

10 ©-" The Secretary may consent lo (lie modification of

11. any termlor condition of.any loan made under this section*
12 .Mncluding, but not limited to, reduction of the rate of infoi-
13 ;.cst, deferment of Eny installment of principal or interest,
11 orchange Inany security requirement.

15 SEC. 10. FEDERAL AQUACULTURE ASSISTANCE FUND.

16 . V'i©.(@ There is established in the Treasury, of the United
17 Stales a Federal Aquaculture Assistance Fund. The .Fund
«18) shall he .available to. the Secretary,as.;a revolving fund for

19: .tho purpose, of carrying out the. provisions-;of sections s and

20 9.The Fund shall consist of- o; "o . 1
21n nipnu m_leu;any sums appropriated.to the Fund; Jr.
22 .t many fees received.in connection with any guar-

23 --h1antoo"made under section 8 ;,

24 :-1(3) erecoveries, and .receipts under security®, suhro-



| .- J ogation, ami oilier rights aittl authorities described in see-
9 . tion 8 ; and

3 (4) payments of principal and interest received
1"..<> » under mly loan made under section 9.

5 All payments made by the Secretary lo carry out. (lie pro-
6 .visions of sections 8 and 9 including reimbursements to
7 :other Government accounts), shall be paid from tlie Fund,
g only to the extent provided in appropriation Acts. Sums in
9 theFund which are not currently needed Tor the purposes of
10 sections 8 and 9 shall he kept on deposit or. invested in

11 obligations of, or guaranteed hy, tlie United States.

12 .SEC. 1. INSURANCE AGAINST CERTAIN LOSSES IN
IS CURRED IN AQUACULTURE FACILITY OPERA-
14 1. ;m e TIONS. L oo eee e

15.., " "(@) The Secretary of Commerce shall establish an in-
16 surance program to insure any person Who has any obliga-
1.7..:tion guaranteed under section § against- ;
18 &5 ;.r;:() any loss of or damage to (A) the aquaculture
19-; -%.facility to-which such guarantee applies, and (B) the
20 11-"" stock of aquatic species-being cultured at such facility-;
21) "ffeand « im-T-" -, ek ]
22 % M- (2) ".any liability of such person@hich results from

23 1*the carrying out of-operations®at such facility.
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I (b)(1) Tim insurance program required lo lie eslab-
lisbcd by subsection (a) shall offer all-ri.sk coverage; except
" tliat 110 person may be insured under such program for any
risk for which insurance is otherwise available at rales which
Ilie Secretary determines to be reasonable.

“ (@) No payment shall lie made under the insurance
provided for in this section with respect to any loss, damage,
or liability covered by any other policy of insurance or any
oilier provision of law.

" - () (1) Any person who desires insurance provided
for under this section shall make application therefor to the
Secretary of Commerce.

() The Secretaiy of Commerce shall establish pre-
miums for the insurance provided for under this section at
=such rates as the Secretary of Commerce deems sufficient to
cover claims arising therefrom. Any such premiums shall he

reduced hy the amount of a Government contribution which

18**»shall- not exceed 75 percent of the amount of the premium.

19
20
21
22
23
24

25

() The Secretary shall prescribe such regulations as

Jumy he necessary .to cany out the provisions-of this section,

including, hut not limited to, regulations which specify (J)
"the types of risks for which insurance may, bo issued under
this section, and (2) the adjustment and payment procc-

dures which shall apply with respect, to claims made under

t
such insurance.



SEC. 12 AUTHORIZATION OF AITROIMUATIONK.

(») For purposes of carrying out (lie provisions of iliis
Act oilier than sections 8, 9, and 11-

(0 (here are authorized lo he appropriated to
the Secretaiy of Commerce not (o exceed-

(A) $1,500,000 for fiscal year 1078, none of
which may he used for making grants under section
7, and

(B) $12,500,000 for each of the fiscal years
1970 and 1980; and
(2) there are authorized to he appropriated to the

Secretaiy of the Interior not lo exceed-

(A) $1000,000 for fiscal year 1978, none of
which may he used for making grants under see-
tion 7, and

(B) $7,500,000 for each of the fiscal years
. 1979 and 1980.

(b) There arc authorized to he appropriated, without
fiscal year limitation, to the Fund not (o exceed $150,000,-
000, of which not to exceed $100,00,000 shall he used
for purposes of section ¢ and not lo exceed $50,000,000
shall he used for purposes of section 9.

(c) There are authorized to he appropriated to the
Seerctnry of Commerce such sums as may he neeessary and

appropriate for purposes of carrying out section 11.
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To provide for tliedevelopment of aquaculture
in tlieUnited States, and for other purposes.

By Mr. L eggett,Mrs. Suimv .ix,Mr. Forsythe,
Mr. Breaux,Mr. M osiikh,Mr. Murwiy of
New York, Mr. Emery, Mr. Young of
Alaska, .Mr. iniia Garza,Mr. rKLuco, Mr.
Orerktae,Mr. A nderson of California, Mr.
Lent.Mr. Ginn,Mr. AuCoin,Mr. Koenn.s,
Mr. Kinaido,Mr. nu Pont ,Mr. Studds ,Mr.
Downing of Virginia, Mr. Bonner, Mr.
B iagGi,and Mr. Pritchard

July 2,1970

Referred to the Committee on Herchant Marino and
Fisheries



COMMITTEE REPORT
SCS CSHB 264 (RESOURCES)

AN ACT RELATING TO FISHERIES ENHANCEMENT

AND PROVIDING FOR AN EFFECTIVE DATE

Section 1.

Section 1 repeals AS 16.10.375 and re-enacts it with new

language.

The present section 375 requires the Commissioner

of Fish and Game to:

)

(2)

(3)

Designate regions of the State for purposes of

enhancing salmon production.

Develop and amend i1f necessary a comprehensive salmon
enhancement plan for each region for both public and

private non-profit hatchery systens.

Develop a comprehensive salmon enhancement plan in
cooperation with appropriate qualified regional

associations formed under section 380.

HB 264 rewords section 375 and requires the following activity:

(1)

(2)

The Commissioner of Fish and Game shall designate

regions of the State for purposes of salmon production.

Develop and amend as necessary a comprehensive salmon
plan for each region for both public and private non—

profit hatchery systenms.
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HB 264
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These teams will provide the means by which tlie second half

of the original legislative intent can be accomplished. This
intent states that "...the program shall be operated without
adversely affecting natural stocks of fish in the state and
under a policy of management which allows reasonable segregation
of returning hatcher-reared salmon from naturally occurring
stocks.™ The planning team approach to this concern will

bring the greatest amount of talent to bear on this problem

and will allow for a flexible approach that can tailor a
program to suit the unique conditions of a specific region

while allowing for the adaptability necessary to accomodate
chance. It constitutes an approach that integrates the many
human concerns and biological variables into a comprehensive
problem solving effort. It is recognized by the legislature
that planning is a continuous process that should be cooperatively
conducted on a local level, by persons familiar with the area

in question.

It is also intended that the Division of Fisheries, Rehabilitation
and Enhancement be the lead agency in coordinating this planning
which should be an inter divisional effort on the part of the
Department. This intent 1is expressed as an extension of the
statutory responsibility of the division to " 1)Develop

and continually maintain a comprehensive, coordinated State

plan for the orderly present and long-range rehabilitation,
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COMMITTEE REPORT

SCS CSHB 264 (RESOURCES)
AN ACT RELATING TO FISHERIES ENHANCEMENT
AND PROVIDING FOR AN EFFECTIVE DATE

Section 1.
Section 1 repeals AS 16.10.375 and re-enacts it with new
language. The present section 375 requires the Commissioner

of Fish and Game to:

(¢&D) Designate regions of the State for purposes of

enhancing salmon production.

(2) Develop and amend if necessary a comprehensive salmon
enhancement plan for each region for both public and

private non-profit hatchery systems.

3) Develop a comprehensive salmon enhancement plan in
cooperation with appropriate qualified regional

associations formed under section 380.

HB 264 rewords section 375 and requii®es the following activity:

(¢D) The Commissioner of Fish and Game shall designate

regions of Lne State for purposes of salmon production.

(2) Develop and amend as necessary a comprehensive salmon
plan for each region for both public and private non-

profit hatchery systems.
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(3) Require that the comprehensive salmon plan be developed

by regional planning teams.

(4) The regional planning teams shall consist of; the
Department of Fish and Game personnel, and representatives
the appropriate qualified regional associations formed

under section 380 of this chapter.

The basic change in the present section 375 by this bill 1is
the requirement for the creation of regional planning teams.
In the past year it"s proved that there was some ambiguity
regarding how the comprehensive enhancement plans were to be
developed. The experience in Prince William Sound Aquaculture
Association in dealing with the Department of Fish and Game

at the regional planning team concept was finally evolved and

put in place and is working.

It is the intent of this section that the Department of Fish
and Game 1involve the public in the development of comprehensive
slamon plans by the creation of regional planning teams which
shall consist of representatives of appropriate qualified
regional associations, local department personnel, regional
department personnel and other personnel as determined

appropriate by the Commissioner.
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These teams will provide the means by which tlie second half

of the original legislative intent can be accomplished. This
intent states that "...the program shall be operated without
adversely affecting natural stocks of fish in the state and
under a policy of management which allows reasonable segregation
of returning hatcher-reared salmon from naturally occurring
stocks.”™ The planning team approach to this concern will

bring the greatest amount of talent to bear on this problenm

and will allow for a flexible approach that can tailor a

program to suit the unique conditions of a specific region

while allowing for tlie adaptability necessary to accomodate
chance. It constitutes an approach that integrates the many
human concerns and biological variables into a comprehensive
problem solving effort. It is recognized by the legislature
that planning is a continuous process that should be cooperatively
conducted on a local level, by persons familiar with the area

in question.

It is also intended that the Division of Fisheries, Rehabilitation
and Enhancement be the lead agency in coordinating this planning
which should be an inter divisional effort on the part of the
Department. This intent is expressed as an extension of the
statutory responsibility of the division to " 1)Develop

and continually maintain a comprehensive, coordinated State

plan for the orderly present and long-range rehabilitation,
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enhancement and development of all aspects of the State"s
fisheries for the perpetual use, benefit and enjoyment of all
citizens and revise and update this plan annually." In regard
to salmon, it is clear that any planning effort must incorporate
full consideration of all departmental functions, including

management, rehabilitation and enhancement.

This amendment to the legislation adds some clarity and
direction to the Department of Fish and Game regarding how

these regional salmon plans are to be developed.

Section 2.

Section 2 amends AS 16.10.400 (a)- The amendments to
section (@) and section (e) are obvious from the draft of the
bill. The amendment to section (@) tightens up the discretion
given to the Commissioner of Fish and Game under the existing
law. Under 1IB 264, "the Commissioner or his designee may issue
a permit subject to the restrictions imposed by statute or
regulations.” The discretionary phrase "he considers desirable"
is removed. The reason is to give the permit holders some

certainty regarding their actions.

The second change to subsection (@) adds the language to
require that a permit application be reviewed by the regional

planning team prior to its being 1issued. The reason is to
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make sure that the permit application is reviewed by the
regional planning team drawing up the comprehensive salmon

plan prior to the issuance of any permits.

The repeal of AS 16.10.400 (d), the section allowing for renewal

of permits, leaves the situation that once a permit is issued

by the Commissioner of Fish and Game, it remains in the permit
holder it may not be transferred and may only be altered, suspended
or revoked subject to AS 16.10.430 which deals with failure to
comply with conditions or terms of the permit. This amendment
again 1s an attempt to give some certainty to the permit holder
that the terms under which lie is going to operate a permit will
either be in lavw/ or x*cgulation and not subject to discretionary

decisions by the Department of Fish and Game.

Subsection (e) 1is an attempt to clarify an ambiguous situation
under the present law. Underthe present law, there are

provisions for three different types of non-profit hatchery
corporations to exist; those established by a qualified regional
association; these established by a separate non-profit corporation
which are not approved by qualified regional association. This
language clarifies the ambiguity that existed of whether a
qualified regional association had to go out and establish a

separate non-profit corporation for each of the hatcheries it



Senate Resources Committee
HB 264
Page 6

v/as going to build. Under the amending language, a qualified
regional association can construct as many hatcheries as it
wishes without establishing separate corporate identities for

each of those hatcheries.

Section 3.

Section 3 amends AS 16.10.430 (a). The amendment of the
additional language to the present section 430 requires that a
decision to revoke a permit may only be made "after the regional
planning team for the area in which the hatchery 1is located is
notified and granted an opportunity to comment on the proposed
suspension or revocation.” This will assure the regional planning
team which is developing and administering the comprehensive
salmon plan for each region will be involved in the decision

making process.

Section 4.

Section 4 amends AS 16.10.450. There is a little bit of
possible confusion in reading the proposed amendments and deletion
in this section. On examination of the bill it should be noted th
the phrase deleted on page 2 line 21 "fisheries research, salmon

rehabilitation projects, or" is merely moved up into line 18.

It's just a rearrangement of the phrases.
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The substantive amendment to AS 16.10.450 is the phrase

"costs of operating the qualified regional association for the
area in which the hatchery is located.” The addition of that
language allows the use of funds obtained from the sale of
surplus salmon or salmon eggs which return to the hatchery to
help defray the costs of operating the qualified regional
association for the area in which thehatchery is located.

The reason for the addition of that language is the realization
after starting to work with the law allowing the establishment

of regional associations, that there are no provisions made

for the funding of such regional associations. Although it is
realized that there will be no surplus salmon until there are
some returns to tlie hatcheries which may be 4 to 6 to 8 years
down the line, and even then the monies received from the sale

of surplus salmon will probably be primarily dedicated to the
retirement of debt and operating costs. This additional language
will provide for the possibility of funding the qualified regional

associations.

The second amendment to section 450 is a rewording of the
present law to clear up any ambiguities of fish which return

to hatcheries and are sold for human consumption, whether they
return to a State hatchery or a private non-profit hatchery,
shall be a comparable quality to fish harvested in the commercial

area and sold at prices commensurate with the current market.
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Section 5

Section 5 repeals and re-enacts AS 16.10.470 regarding the
annual reporting. The present law regarding annual reporting
requires the submission of an annual report to the Department

of Fish and Game including but not limited to:

(1) A Complete description of all significant hatchery

operations;

(2) Statistics on the numbers of eggs and fish handled

by the hatchery whether for production or sale;

(3) Further recommendations for modification of the hatchery

program;

(4) Any other relevant data required by the Department.

The amended amendment requires an annual report to "include

but nut limited to information pertaining to species; brood
stock source; number, age, weight, and length of spawners;
liumber of eggs taken, and fry fingerling produced; and the
number, age, weight, and length of adult returns attributable

to hatchery releases, on a form to be provided by the Department
of Fish and Game. The other three items listed in the present

section 470 are deleted. The reason for the deletion is that
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the other three items are very ambiguous and could if required
become quite costly to the hatchery owner. It is felt by the
non-profit hatchery owners and potential owners that the overhe
cost for operating hatcheries should be held at a minimum and
that any reporting features should be only those which are

required by necessity and not those of convenience.

Subsection (b) of AS 16.10.470 requii“es the submission of

an annual financial report for the Department of Commerce and
Economic Developemtn on a form to be providedby the Department
of Commerce and Economic Development. The primary purpose of

this amendment is to make sure that the financial statements

and essential operatingcriteria will be kept by all non-profit
hatcheries 1in the state in the same basic format so there will
be an ability to compare cost and efficiencies throughout the

State.

Section 6.

Section 6 amends AS.16.I0.500, the declaration of policy,
to allow for the making of grants for organizational and
planning purposes to regional associations which have qualified
under section .380 and by means of long term low interest loans

for hatchery planning construction and operations.

The reason for the making of grants for organizational and

planning purpose has been as a result of the realization of
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the realities that Prince William Sound Aquaculture Association
and the Southern Southeast Regional Aquaculture Association
have gone through in organizing the regions which are required

by this Act.

The grants under this provision are only available to regional
associations which have been qualified under section .3SO which
means that they have been recognized by the Commissioner of

Fish and Game and he has determined that:

1.0 Their Board of Directors 1is representative of the

requirements of the law under this act; and

2.0 that he has designated that region of which the

corporation will operate under.

Because of the size of the regions and the necessity for large
regions to operate under a regional type concept, the cost of
organizing and planning tlie region 1is substantial. Also, until
the region is organized and has an opportunity to vote on an
assessment procedure there is no revenue. These grants are
intended to provide that initial monies to organize and to get
an assessment mechanism in place for the ongoing revenues to the

regional hatchery corporations.
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The second provision of the amendment to section 500 adds the
additional language so that the 1long term low interest loans
may be used for operational costs. Again, this is a result

of the realization after a year of operation under this Act
that once hatcheries are constructed and the fry released,

it may be four to six years before there are any returns to

the hatchery from which a surplus of fish may be sold to
provide revenues. During that time period there is a necessity
for money for operating costs to run the hatcheries and this

provision will allow the loans to be made for those operating costs.

Section 7.

Section 7 amends the law by adding a new section S 16.10.505.
The Fisheries Enhancement Revolving Loan Fund was created to
assist in the transfer of funds within the State Government.
Under this Act the Department of Commerce and Economic Development
is authorized to make the loans for the hatchery projects hut; the
Department 1itself is not funded. This provision will allow them
to receive funds, which were also appropriated under HB 253 to
this revolving loan fund while their paper 1is being transferred
over to the Department of Revebue at which time the fund would
again be Tfilled. The Department of Commerce requested the

Fisheries Enhancement Revolving Loan Fund provision to implemented

into the bill.
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Section 3.

Section 8 amends AS 16.10.510 (1) and (2)- Subsection (1)
adds the language to allow the loans to he made for operations
of hatcheries facilities. Subsection 2 clarifies the ambiguous
tri-level structure of non-profit hatchery corporations as
explained in section 2 of IIB 264 and also deletes the phrase
“"provided the hatchery has received preliminary project approval
from the Commissioner of Fish and Game." That phrase was deleted
on request of Commissioner Brooks of that department in the
original 1IB 264. The phrase "preliminary project approval™ v/as
very ambiguous to"/both tlie Department and the non-profit hatchery
groups and v/as causing quite a problem in determining when an

applicant was qualified for a loan.

Section 9.

Section 9 repeals and re-enacts AS 16.10.510 (8). The
present subsection (8) reads as follows: “"upon written approcal,
defer interest and principle payments up to 6 years." The

reason for such a provision was based upon the fact that the
hatcheries once built and in operation would take four to six
years before generating enough dollars from the sale of surplus
fish to handle the debt service and retire the loan in addition
to providing operating costs. The Department of Commerce and
Economic Development found some ambiguity in the present way
subsection (8) 1is written and interpret it to mean that even

though they were to defer interest and principle payments up to
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6 years.” The reason for such a provision was based upon

the fact that the hatcheries once built and in operation would
take four to six years before generating enough dollars from
the sale of surplus fish to handle the debt service and retire
the loan in addition to providing operating costs. The
Department of Commerce and Economic Development found some
ambiguity in the present way subsection (8) is written and
interpret it to mean that even though they were to defer
interest and principle payments up to 6 years, the interest

itself would continue to accrue during the 6 year period.

The provision in section (9) of the bill clarifies the issue and
states that no interest on the principle shall accrue during

the period up to 6 years before the loan is repaid. The second
sentence in subsection 9 "this provision applies to loans made
under this chapter before the effective date of this Act." was
added by the Senate State Affairs Committee in their Committee
Substitute. At the present time there is only one loan under
the provisions of this Act by the Department of Commerce and
Economic Development. Tlie Aquaculture group in Prince William
Sound has received a loan and constructed a hatchery. The 1loan
has not been repaid nor has a 6 year period elapsed at this time.
The effect of the second sentence of subsection (8) is to clarify

the issue that this amendment is to apply to that loan.
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Section 10.

Section 10 adds an additional paragraph AS 16.10.510.
Subsection (9) outlines the provisions for making grants for
organizational and planning purposes to the qualified regional
associations. There is a two-step approach 1in making the grants

under this section:

1.0 A grant may be made to a qualified regional association
in an amount not to exceed $100,000.00 per region. That
grant is available only after the Commissioner of Fish
and Game has found the applicant to qaulify pursuant
to section .380 as the regional association for that
area. That determination includes a determination by
the Commissioner of Fish andGame that the Board of
Directors of the corporation meetsthe requirements
of the law and that the regional boundaries have

been defined according to his discretion.

2.0 An additional $100,000.00 on a 50-50 cash matching
basis may be made to those regional associations which
have an authorized assessment under either section .530

or .540 of this chapter.

Subsection (9) also provides that the state portion of the
matching share shall be madeavailable when a final vote for

assessmen-s is made under Section .530 or .540 of this chapter.
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The private money would be made available through the
collection of the assessments throughout the season and at
the end of the fishing season. To the degree that the
Department of C ommerce and Economic Development feels they
can rely upon the collection of the necessary amount of money
to match the second $100,000.00, this sentence allows them

to make the state portion of the matching share available.

The last sentence of subsection (9) was added by the Senate
State Affairs Committee. It is intended to clarify any
ambiguities which may exist in the Department of Commerce and

Economic Development on who 1is eligible.

Section 11.
Section 11 amends AS 16.10.520 (a). The amendment to this
section again is clarifying.the tri-level structure of local

private non-profit corporations which 1is discussed in section 2.

Section 12.
Section 12 amends AS 16.10.520 (b). The present subsection (b)
reads as follows: "no loan may exceed 75% of the total project

cost as determined by the Commissioner.™

The Prince William Sound Aquaculture group and the various other

experts which have analyzed the situation in the past year, have
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found that the 75% loan limitations have made the. feasibility

of non-profit hatcheries 1iIn the private industry very unlikely.
The private industry is depleted and is unable to put up the
necessary amount of money to equal 25% of the total project cost.
The only source of tlie revenues as can be determined at this
time will come from the assessments on the fishermen which even
then will take one to two years to build up a 25% portion of

the total project costs of a hatchery.

The amendment to AS 16.10.520 (b) makes a substantive change 1in
the present law. The amended section allows loans to be made
for the total project costs which are defined as planning and
construction costs and the costs for operations for not more
than the first six years. The Commissioner of Commerce and
Economic Development must determine that the applicant has
sufficient financial resources to insure tlie establishment

of an equity position in the project equal to 107c of the loan
within six. years or less either through an assessment under

section .530 or .540 or by other means approved by the Commissioner.

This amendment follows theconcept adopted throughout this bill
to proceed with the establishment of non-profit hatcheries at
a pace as Tast as possible and insure that the beneficiaries of

the increase in fisheries production are contributing their
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share of the funds. This loan provision provides for monies

to be loaned for three different types of activities; planning,
construction, and operations. The planning and construction
portions of the loan provision are intended to provide monies
for a broad range of activities related to the selection a“d
development of a site for a hatchery which would include but

not be limited to site selection, water source, and quality
evaluation, brood stock, sources and selection, transportation
of brood stocks to the site, 1in addition to site preparation and
architectural drawings for the facility. The construction costs
are intended to meet all of those costs normally related to the
construction of a hatchery facility. The provision for loans
for costs for up to the first six years of operations 1is made

in recognition of the fact that there may lie no returns of fish
to the hatchery for a period of 4 to 6 years to provide cash
flow for repayment, of the debt, debt services and costs of

operations.

The last sentence of the amendment providing that the costs for
operations shall be loaned on an annual basis, 1is to 1insure

that that portion of the loan attributable to the operational
costs will be available for that purpose and will not be used

to cover possible cost overruns 1in the planning and construction
phases of the operations. IT there are cost overruns 1in the

planning and construction phases, the borrower must face that
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problem at that time and not be dependent upon using money
from that portion of the loan attributable to the operational

functions of the hatchery.

The amended language adopts the concept of establishing an
equity position of 10% of the total project costs over a period
of time. The contractor for the project must be paid off
initially and not over a period of time-. This method allows

the construction and operation of hatcheries to go forward 1in

the immediate future, yet guarantees tlie applicant will establish

a 107. equity position in the project.

Section 13.

Section 13 repeals and re-enacts AS 16.10.530 (a). Section
is referred to as the mandatory assessment section. The present
law provides that a mandatory assessment may be levied hy the
Commissioner of Commerce and Economic Development "for the
purpsoes of securing repayment of a loan or loans made to
gualified regional associations which have formed a non-profit
corporation or to a local non-profit corporation established
or approved by a qualified regional association.”™ That section
does two things; one, it provides that the assessment, as
interpreted by the Commissioner of Commerce may only be levied
for the purposes of securing a repayment of a loan. That has

been interpreted as meaning only when the loan security 1is 1in

.530
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jeopardy.

The second portion provides that the assessment is

inherently dependent upon the application and granting of

a loan.

The amendment in the bill rewrites the section to accomplish

two basic purposes:

1.

2

0

.0

The assessment shall be levied by the Commissioner of
Commerce and Economic Development on request of the
regional qualified association after compliance with
subsection (e) and that the Commissioner determines

that the assessment 1is reasonable.

The revenues derived from the assessmenteshall be for
the purpose of providing revenue for the qualified

regional associations in which the assessment is made.

Those provisions accomplish two things:

1.

2.

It unhooks the requirement of a mandatory assessment

from the application for a loan or the default on

loan repayments.

Provides that the assessment mechanism is initiated
by the qualified regional association hut subject

to final determination by the Commissioner of Commerce.
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Subsection (a) of the bill also states that the "Commissioner
shall determine whether the procedural requirements under (e)

of this section were followed and whether the proposed
assessment is reasonable.™ The reason for that section is

to leave the final determination of whether the assessment

shall be imposed up to the governmental body through the
Commissioner®s office both with the procedural safeguards and
the substantive question of whether the assessment 1is reasonable
enough iIn 1ts scope to accomplish the job proposed. That 1is

an important feature when connected with the amendments made

in AS 16.10.520 above which require the Commissioner to determine
whether the assessment under either section .530 or .540 is of

a sufficient amount to insure the establishment of an equity

position of 10% of the loan over a six year period.

Subsection (a) clarifies that the assessment will be levied
on the basis of where the fish is caught and not where 1t 1is
sold. "....an assessment shall be levied on tlie sale of one
or more species of salmon caught by persons lecensed under
AS 16.05.540 - 16.05.600 in the area in which the assessment
is to be levied. AS 16.10.530 (b) 1is repealed. The reason
for the repeal of (b) is that it is no longer relevant with

the amendments made to subsection ().
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Section 14.

Section 14 of the bill amends AS 16.10.530(c) and (d) .
The subsection (c) deletes the provision that the assessment is
connected with the application for a loan. That amendment makes
the provision consistent with the amendernents made in section 13

above.

Subsection (d) states that "the assessment once instituted shall
terminate upon a request of the qualified regional corporation
but only after all financial obligations relating to the
assessments have been met." This provision is necessary 1in
light of the amendments made in AS 16.10.530(a) 1in section 13

of the bill. With the amendment in subsection (@) the assessment
is no longer automatically connected to the loan. This language
in AS 16.10.530(d) guarantees that if the assessment 1is used

as collateral to any loan whether from the state or any other
source, the qualified regional corporation has no authority

and no power to revoke that assessment or stop that assessment

until all of the financial obligations relating to the assessment

have been met.

Section 15.

Section 15 of the bill amends AS 16.10.530 by adding a new
subsection (e). This subsection lays out in detail the procedural

requirements for a qualified regional corporation to follow before
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a request c.an be made of the Commissioner of Commerce and
Economic Development to impose a mandatory assessment in the
area of the regional corporation. The terms may seem detailed
and cumbersome, the intent is to provide ample opportunity for
all of the people who would be required to pay an assessment
to voice their concerns at public meetings and to vote on the
assessment. It requires at least two public meetings and that
the- ballots be made available to all of those who will be made
a part of the assessment, twice. It does state that no person
may vote more than once hut requires that the ballots be made
available by mail to all the people within the region who sell

fish commercially.

Subsection (f) is also an addition to the present law and
states that the qualified regional corporation shall establish
standard registration procedures for voting on an assessment

under this section.

Section 16.
Section 16 of the bill adds tlie necessary language to create

a regional salmon enhancement authority.

The purpose of creating the regional salmon enhancement

authorities 1is to provide a financial vehicle for the nvailabilit:

of federal dollars.
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This language is the near identical language of the Regional
Electrification Association which are presently in the

statutes, AS 1S.57. provided the qualified regional association
complies with the requirements of the bill, the state will
recognize the creation of a regional salmon enhancement authority
as a public body corporate and politic as a political subdivision

of the State.

Section 17.

Section 17 states as follows: "Notification, public meeting
and meeting and voting procedures instituted before the; effective
date of this act that are substantially in compliance with
AS 16.10.530(e), shall be considered to constitute compliance
with this Act, and are radifiod upon the effective date of this

Act."

The qualified regional corporations in Southern Southeast
Regional Aquaculture Association and the Cook Inlet Regional
Aguaculture Association have proceeded through somewhat similar
notification of public meeting and voting procedures regarding
the mandatory assessment provisions at this time. The Southern
Southeast Regional Aquaculture Association is at the prbsent

time undergoing a large notification public meeting and balloting
on the mandatory assessment. That region encompasses all of
lower Southeastern Alaska including Petersburg, Wrangell,

Ketchikan, Craig, Klawoclc, Hydaburg and all fishermen who
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commercially sold fish within fishing districts 1 through 8.

A large portion of those fishermen reside in Oak Harbor,

Seattle, Bellingham, lit. Vernon and other coastal towns in
Washington. They are all being provided with a ballot to

vote on the mandatory assessment procedures. This section
Irovides that those efforts will be recognized as compliance
with the requirements of this bill provided they are in
substantial compliance. Other provisions of the law necessarily
require the determinations of substantial compliance to be

made by the Commissioner of Commerce and Economic Development.

There is a fiscal note attached to this bill from the House

Finance Committee pertaining to the grant provisions of AS 16.10.51
found in section 10 of the bill. It anticipates the creation of

6 regions including Ketchikan, Sitka, Bristol Bay, Cook Inlet,
Kuskokwim and Prince William Sound. The note anticipates the
granting of the entire initial $100,000 plus the additional

$50,000 matching monies to each region for a total of $900,000.



March 23, 1977

The Honorable Terri Gardner
Alaska State Representative
State Capitol

Juneau, Alaska 99811

Dear Representative Gardner:

Res Senate Bill 39 - an Act Authorizing the
Creation of Salmon Enhancement Authorities
and Providing for an Effective Date

You have requested the Department of P”evenue to review the proposed
Senate Bill 39 and point out our concerns on the bill. Subsequently the
Department has requested Mr. Eric Uohlforth of the firm of Uohlforth and
Flint to review Senate i“lll 39 and respond to us in writing.

Mr. Wohlforth"a response indicates that there were some legal questions
concerning the creation of an authority as a "political subdivision" of tlie
State and that that wording should probably be amended to read something
similar to an "authority as a public corporation and body politic" or words
similar to that effect. Mr. Uohlforth indicates that the creation of political
subdivisions may not be constitutional. With that in mind 1 would suggest that
the committees working on the bill draft amendments which remove the "political
subdivision” clause. The response also points out a problem with the delegation
of powers to the proposed authorities. The committee may have to consider
amending this section as well. - -

IT you have any questions cocerning this memorandum or the comments in the
bill please don"t hesitate to contact me.

Sincerely,

Jim Edenso
Deputy Commissioner

JE:ge
Enclosures
cc: Tlie Honorable Jalraar Kerttula
Mr. Bob Palmer
Mr. Eric Uohlforth e



W ohlforth & Flint

ERIC E.WOHLFORTH A PROFESSIONAL CORPORATION Telephone

ROBERT B. FLINT 6450 STREET Area code 907
274.2519

TIMOTHY O. MIDDLETON- anchorage: alaska 39501 2729489

MEMORANDUM

TO: Jim Edenso, Deputy Commissioner of Revenue
FROM: Timothy G. Middleton, Wohlforth & Flint’q

%
DATE: March 17, 1977

You have asked in your letter of March 10, 1977 some
guestions concerning Senate Bill No. 39, which could create
Salmon Enhancement Authorities. Specifically, you have
asked:

1. IT the State would be liable for obligations issued
by the authorities should they default?

2. Would these authorities affect the State®s credit
rating?

Before addressing your questions | feel compelled to
address some underlying questions as to the very inception
of these entities. The Supreme Court of Alaska has con—
sistently held that "statewide™ authorities are creatures
of, and instrumentalities of the State but having a legal
existence of their own. This is based bn rather specific
language found in enabling legislation. For example, in
DeArmond v. Alaska State Development Corporation, 376 P2d
717 (Alaska, 1962) the Court said at 724:

The fact that the statute declares that

the corporation shall have a.legal existence
independent of and separate from the State
does not add weight to appellant®s argument.
This 1is nothing more than a declaration of
the legal relationship that most corporations
have with respect to their creators.

These authorities, ASHA, AHFC, ASMA, ASDC, and more
recently AMBBA, cannot and have not obligated the "State" on
their numerous bond issues. The bill here however, does not
create another such authority. Rather it purports to create
a political subdivision.
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IMPERMISSIBLE CREATION OF ANOTHER
POLITICAL SUBDIVISION

The classification by the bill of this entity as a
"political subdivision™ is probably impermissible. The
Alaska Constitution, Article X, Section 2 says, "All local
government powers shall be vested in boroughs and cities."
While this section does not mention the term "political
subdivision”™, it is clear that the term means boroughs and
cities in this State. Certainly, for example, an authority
mentioned in the paragraph above, 1is not a "political sub-—
division". See City of None v. Block H, Lots5, 6, & 7,
502 P2d 124 (Alaska, 1972). Also, throughout the finance
and taxation article (Article IX) of the Constitution the
term "political subdivision™ is mentioned. The point here
is that the legislature cannot create another species of
political subdivision. This is buttressed by Section 1,
Article X, wherein it is said the purpose of the Article 1is
to provide for a minimum of local government units. Finally,
that a political subdivision is a city or borough is sup-—
ported by case law, e.g.,:

Attributes which are generally regarded
as distinctive of "political subdivisions”
7. ... are that it exists for purpose of dis-
- . charging some function of local government,
that it has prescribed area, and that it
- - possesses authority for subordinate self
government by officers selected by 1it.
McClanahan v. Cochise College, 540 P2d
744, T747.

These entities whatever they are, cannot be political
subdivisions.

IMPROPER DELEGATION OF GOVERNMENTAL POWERS

- If the entities created are not political subdivisions,
..notwithstanding the appellation as such contained therein,
I then the bill probably constitutes an invalid delegation of
Ngovernmental power to a private body, i.e., the regional
l'association which has the authority to create them and
choose the boards of directors. The bill purports to create
a "public body"™ corporate and political, yet the powers to
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create and to appoint officers therefor is delegated to a
private organization. The bill also sets ‘up so-called
governmental purposes to be carried out by those entities.
It is a pretty well established tenet of Constitutional law
that a legislature may not delegate its legislative power to
to a private body or private person. Potter v. State, 509
P2d 933, (Oklahoma, 1973); and Blumenthal v. Board of
Medical Examiners, 368 P2d 101, Cal Reptr 501, (California,
1962). W hile the appointment selection of a board of directors
may be an executive function, (probably also impermissible)
the determination of the need for such an authority is
legislative.

Because the bill provides that the authority is created
by and officers selected by a private body, the regional
association, means it could not qualify as a "constituted
authority" under IRS proposed regulations entitling it to
issue bonds the interest on which is tax exempt. This is
because of the lack of either organizational or supervisory
control over such an entity by the State. The Internal
Revenue Code and regulations also has requirements to qualify
as a political subdivision which these authorities might not
meet, even if other problems were absent.

In Summary, there appear to be some basic constitutional

infirmities with the bill. Absent these infirm ities, the
State could insulate itself from liability just as it has
with State created and State organized and controlled

authorities. The bill, of course, provides language which

would accomplish this.

.. Your second question dealt with the State's credit
rating! .This is not a legal question but a financial one.
It would depend, I'm certain, on the facts of each case,
including-number of authorities defaulting and amount of
money involved etc. It is certainly conceivable the State's
credit.-rating could be diminished.



law orrices

Wohlforth & Flint

ERIC E. WOHLEORTH A PROFESSIONAL CORPORATION TELEPHONE
ROBERT B. FLINT 645 G STREET Area.Codc 907
TIMOTHY G. MIDDLETON ANCHORAGE, ALASKA 99501
March 18, 1977 SpVA'.TATT Or Xttl
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Mr. James Edenso
Deputy Commissioner

State of Alaska RE: S.B. No. 39 "An Act Authorizing
Department of Revenue the Creation of Salmon Enhance-
Pouch SB ment Authorities and Providing
Juneau, Alaska 99810 for an Effective Date"

Dear Jim,

I enclose a copy of a memorandum prepared by Timothy G.
Middleton from this office, dealing with the questions of
the use of the term "political subdivision” in the creation
of the salmon enhancement authorities and the question of the
constitutionality of permitting a private body to create

a public body or a political subdivision.

As is clear from the memorandum, the infirmity of creating
the authority as a "political subdivision” can probably be
readily cured by simply using the language from other State
public corporation and authority acts creating such bodies
"as a public corporation and body politic" or words to

that effect. The delegation point is a more substantial one
which | think is clear from the memorandum.
Additionally, |1 would note that the ultimate ability of such

an authority to finance hatchery facilities depends upon the
validity of its powers pursuant to A.S. 16.10.530 pursuant to
which assessments may be levied on the sale of salmon. We
have not specifically addressed this question as we assumed
it was addressed by the Department of Law at the time of
enactment of A.S. 16.10.375 to A.S. 16.10.475. Ultimately,
of course, there would have to be bond holder assurance that
the assessments agreed to be levied were required to be paid
by persons selling salmon.

Beyond this we would suggest that financial advice be taken
at an early stage by the appropriate legislative body to
determine whether or not there is a reasonable possibility
that publicaly offered bond3 by an enhancement authority'
would be saleable based upon the security of the assessments
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to be levied. Advice of this nature taken
source at an early stage could help
of a statutory scheme. We note
.this morning, deals with the
yet had an opportunity

from a qualified
result in the formulation
that CS House Bill 264 received
same subject matter.

We have not
to analyze this bill.
I hope these comments are

inquiry of March 10, 1977,
consultation if you wish.

responsive

to your letter of
and we are

available for further

Very truly yours,

WOHLFORTH & FLINT

EEW/cro
Enclosure: One



